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Abstract 

Punjab is no more a state of ever-booming agriculture since it is facing the agrarian crisis. 

The agricultural crisis has manifested itself in the form of stagnated productivity, increasing 

cost of production, falling incomes, unemployment, indebtedness and ecological imbalances. 

The paper examined the different factors responsible for the agrarian crisis in Punjab on the 

basis of primary data. Data has been collected from three districts from three regions of 

Punjab and total sample was 450 which had been collected by selecting 25 respondents from 

each village of districts. With the help of multiple regressions analysis attempt has been made 

to study the effect of various factors such as production related, marketing, financial 

problems and unawareness of the farmers on the profitability of the farmers. Thus 

profitability was taken as dependent variable and different factors as independent variables. 

The value R2 came out to be 0.703 which means 70.3 per cent of the variations in dependent 

variables were explained by explanatory variables. 

Keywords: Agrarian problems, profitability, regression analysis, indebtedness, input cost. 

___________________________________________________________________________ 

Introduction 

Punjab had historically been one of the 

fastest-growing and richest states of India 

but could not escape from agrarian 

crisis.Over the past two decades, the State 

has experienced deceleration of its economy 

and had slipped in the ranking of the 

prosperous States. About two farmers 

committing suicide everyday in Punjab due 

to agrarian crisis (Hindustan Times, 2013). 

Although green revolution brought 

significant changes in Punjab’s agriculture 

but it made Punjabi farmers to heavily 

depend upon the expensive inputs. The 

small and marginal farmers are not in a 

position to do so. This resource intensive 

agriculture constrained farmers to take loans 

in large amounts, and most of the farmers 

depended upon the informal sources. 

Farmers thus, found themselves under 

enormous debt and financial pressure, which 

accentuated agrarian crisis in Punjab. The 

factors responsible for this crisis were the 

rising prices of agricultural inputs, stagnant 

prices of agricultural produce, heavy 

mechanization because instead of setting up 
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small farmers’ co-operatives, the thrust was 

on subsidizing expensive machines for 

individual farmers to buy, and the excessive 

use of chemical fertilizers and pesticides 

which caused irreparable damage to soil, 

water, the environments and human health.  

The post 1991 period had witnessed the 

growing marginalization of agriculturists 

and of agrarian issues (Vassavi, 2005). 

Farmers found it difficult to survive in 

agriculture, because of the increasing input 

costs, financial pressures of debts and low 

returns from production. They wanted to 

quit farming if given an option. Most of the 

farmers sold their land to the big landlords 

and moneylenders. So, the Punjabi farmers 

are highly marginalized because of the 

crisis. Also increasing indebtedness 

rendered the lives of agriculturists into 

distress conditions in which large number of 

agriculturists have taken their lives. 

The idea of diversification was also adopted 

to reduce the environmental degradation for 

long term sustainability of agriculture and to 

pull Punjab out of crisis. Sensing the 

repercussions of these hazards on the 

farming economy, the state government is 

emphasizing the diversification of 

agriculture by promoting alternatives to the 

wheat-rice crop pattern through contract 

farming, encouraging agro-industries, 

developing infrastructure for easy marketing 

of other commodities and exploring the 

possibilities of boosting agri-exports (Singh 

and Sidhu, 2004). Farmers tried to replace 

the cultivation of wheat and rice with high 

value crops such as oilseeds and pulses. The 

contract farming arrangements between 

growers and private processing interests 

were made to lower the cost of cultivation 

and to increase the productivity by providing 

better seeds, inputs and improved markets. 

But these attempts of farmers put them into 

deep crisis because of market failure to 

provide right kind of prices of the produce 

and credit. So, there is still dominance of 

wheat-rice system. It was also recognized 

quite early that it is important to move 

farmers with investible surpluses from 

agriculture to the industrial sector but, that 

was never attempted (Gill, 1988).  

The basic thought behind the selection of 

this problem is to analyse the effect of 

different factors that lower down the profits 

of the Punjab farmers. Thus the objectives of 

the study are: 

1. To investigate the different factors 

responsible for agrarian crisis in 

Punjab.  

2. To study the impact of various factors 

on the profitability of the farmers from 

agriculture. 

Data and Methodology 

The present study has been carried out on 

the basis of primary data collected from 

three regions of Punjab Majha, Malwa and 

Doaba and one district from each region has 

been selected i.e. Amritsar, Sangrur and 
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Jalandhar respectively. At the next stage two 

blocks from each district and three villages 

from each block has been selected i.e. total 

18 villages were chosen randomely. At final 

stage of sampling from each village 25 

respondents were selected randomely, thus 

the total sample was 450 respondents 

covering the whole study. The main efforts 

were made to collect data on factors that 

affect the profits of the farmers. Therefore, 

in order to measure the effect of different 

factors the respondents were asked various 

questions by a structured interview schedule, 

related to their land holdings, input costs, 

area under various crops, cropping pattern, 

loans they have taken, type of seeds, 

fertilizers and labour they use, awareness 

about schemes and minimum support prices 

etc. The data collected are analysed with a 

view to achieve the objective of the study. 

In order to determine and signify the factors 

affecting profitability of the farmers, the 

multiple regression model of following form 

has been used.  

Y= F(X1, X2, X3, X4, X5, X6, X7, X8, X9)  

implicit form 

Yi= β0  + β1 X1 + β2 X2 + β3 X3 +β4 X4 + β5 X5 

+ β6 X6 + β7 X7 + β8 X8 + β9 X9 + ei  

Where 

Yi    = Profitability/household 

β0    = Constant 

X1   = Farm Size (In acre/household) 

X2  = Input cost (In Rs/acre) 

X3  = Hired labour (defined as dummy, 1 = 

if hired labour, 0 = otherwise) 

X4  = Indebtedness (loans outstanding per 

household) 

X5 = Mechanisation (defined as dummy, 1 = 

if owned agriculture implements, 0 = 

otherwise) 

X6 = Lease in cost (In Rs/acre) 

X7 = Awareness (defined as dummy, 1 = if 

aware about government schemes, 0 = 

otherwise) 

X8 = Crop failures (defined as dummy, 1= if 

yield affected by crop failure, 0 = otherwise) 

X9 = Expoitation (1 = if exploited in market 

process, 0 = otherwise) 

β1 - β9   = estimated coefficients of the 

explanatory variables 

ei  = error term  

Results and Discussions 

The propensity to adopt an enterprise 

ultimately depends upon its profitability. 

The different reasons such as conditions of 

work, topography of region, traditional 

attachment, acquired knowledge and skills 

and lack of other opportunities might keep 

people tied down to their traditional 

occupation. But the overall sectoral forces 

soon started influencing decision making of 

farmers and they realized that either they 

should improve their incomes from farming 

otherwise left farming (Singh, 1990).  

But Punjab is no more a state of ever-

booming agriculture since it is facing the 

agrarian crisis. It has been slipped in the 
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ranking of prosperous states as its economy 

has been decelerated. The agricultural crisis 

has manifested itself in the form of 

stagnated productivity, increasing cost of 

production, falling incomes, unemployment, 

indebtedness and ecological imbalance 

(Singh et al, 2007). Kalkat et al (2006) and 

Singh (2009) examined that after early 

1990s the growth of agriculture in Punjab 

slowed down due to available potential 

resources and technology got exploited to its 

possible limits which increased cost of 

cultivation, shrinking base, falling 

productivity, incomes and profitability. 

Singh and Kolkar (2001) also discussed that 

Punjab was facing a serious economic and 

ecological crisis since productivity had been 

declining, increased cost of cultivation and 

squeeze in profits.  

Factors Responsible for Agrarian Crisis 

in Punjab  

On the basis of existing knowledge the 

researcher has tried to analyse the various 

factors responsible for low returns from 

agriculture in the current scenario. Gathered 

data has been analysed and discussed as 

under. The factors have been examined with 

respect to production factors, marketing 

factors, financial factors and unawareness of 

the farmers about the government schemes.  

Production Factors 

It is highly desirable to maintain the 

productivity at a level to promote 

agricultural production, so that the farmers 

should be attracted to grow these crops on 

commercial scale. But farmers have to face 

various production problems which can arise 

due to small holdings, crop failures, input 

costs, spurious inputs, labour, irrigation etc. 

The problems of sampled farmers regarding 

production are highlighted in table 1.  

Small Holdings 

The basic factor of production in agriculture 

is land on which other factors of production 

like labour and capital are interacted for 

production of crops and raising of 

livestocks. (Sachdeva et al, 2016). It is 

essential that the farm size should be 

adequate for the proper utilization of land 

and other farm inputs (Rai et al, 1981). 

Punjab had witnessed a trend of increasing 

number of operational holdings of marginal 

and small farmers from 3.96 lakhs in 1980-

81 to 5 lakhs in 1990-90, which might be 

due to the profitability in agriculture. But 

after 1990s the profitability started 

declining, which resulted in small land 

holders leased out their lands to large 

farmers. Because declining number of small 

holdings were non-viable under modern 

capital intensive farm technologies (Singh 

and Bhogal, 2014). The data in table 1 

brings to light that the maximum number 

(87.1 per cent) of farmers in present study 

was small and marginal farmers having less 

than 10 acres of land. The mean value in 

table shows that the average size of land 

holdings in sample study was 5.57 acres 
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with standard deviation of 5.94 per cent. 

These small holdings could not earn 

sufficient farm incomes for the households.  

High Lease In Cost 

The large farmers have better access to 

capital assets and are in better position than 

the small farmers. This may even lead to the 

dominance of this class in lease market. The 

small farmers in lack of capital either lease 

out their lands to the large farmers or they 

increase their land holdings by lease in land 

(Sood, 2016). The present study also found 

12.5 per cent of farmers as shown in table 1, 

who leased out their lands because they 

found land rent better than the profits they 

earn from cultivating that land. Thus 

farmers, who want to take home better 

profits from cultivation, prefer to lease in 

land to make their holdings viable for the 

application of modern technologies. Because 

the dramatic increase in prices of land made 

it difficult for small farmers to buy land, 

thus they prefer to lease in land rather than 

acquisition of land (Sachdeva et al, 2016).  

But the problem that farmers are facing in 

Punjab is the high lease in cost. This is the 

cost which cultivator paid to the landlord for 

one acre of land for one year. The high land 

rent has made lease in costly for farmers and 

resulted in low incomes (Singh et al, 2009). 

The table highlights that 48.4 per cent of 

farmers had leased in land and the average 

cost of lease in land was Rs. 39596.3 with 

standard deviation of Rs. 10445.9. The 

sampled farmers stated that the high lease in 

cost was one of the major factors of 

increasing cost of cultivation as it affected 

profitability from farming.  

Mechanization 

As it is discussed, for proper utilization of 

modern technologies the adequate size of 

farm is required. The sampled farmers 

stated, although they had small holdings but 

they had acquired basic agricultural 

implements i.e. tractors, tillers etc. Because, 

for them tractor is a status symbol. The table 

1 indicates that the 69.6 per cent of farmers 

owned agricultural implements.But they had 

to incur a large amount of money for the 

maintenance of this machinery and the high 

prices of diesel made it more costly. Das 

(2012) also suggested use of costly 

machinery was not economically viable on 

individual ownership basis for self use only. 

The other problem is the purchase of these 

implements. It is not possible for the farmers 

of low incomes to purchase these 

implements with their own funds. Therefore, 

farmers borrow funds to purchase these 

costly implements which become the reason 

of their indebtedness. The present study also 

found 15.8 per cent of farmers who 

purchased agricultural implements with 

borrowed funds. Singh (2010) examined that 

the tractors in the state are twice the required 

with respect to area. Once, the symbol of 

prosperity had become a debt trap for the 

farmers in Punjab. Higher cost of production 
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and low returns made tractors economically 

unviable for small and marginal farmers. 

Crop Failures 

Crop failure due to natural vagaries and 

different type of diseases was also among 

the serious problems faced by the farmers in 

state.  The data represents in table 1 clears 

that 5.1 per cent of farmers had their crops 

failed due to different reasons. The sampled 

farmers reported the different reasons for 

crop failures such as diseases (2.7 per cent) 

which was highest, natural calamities which 

constituted 0.7 per cent and lack of 

knowledge constituted 0.4 per cent. Kaur et 

al 2016 discussed the repeated crop failures 

resulted in reduction in productivity of 

crops. It was due to overuse of fertilizers, 

pesticides, heavy rains, delay in raining, 

diseases or manmade reasons such as fire, 

accidents etc. The lack of knowledge about 

the use of chemical fertlisers, doses and 

timing of use also resulted in crop failures. 

Hired Labour 

According to Gill (2005), all the categories 

of farmers hired labour for agricultural 

work. But the medium and large farmers 

were heavily dependent on the hired 

labour.The data in table 1 shows 78 per cent 

farmers hired labour for agricultural jobs. 

The main problem regarding hired labour 

reported by the sampled farmers was the 

high cost of hired labour and their least 

interest in the farms. Kaur et al (2016) 

stressed the fact that the farmers only hired 

the labour but they did not investigate the 

quality of work, the labour done in farms. 

Spurious and High Cost Inputs 

Availability and quality of seeds and 

fertilisers is one of the major factors for the 

production of a good quality crop. A good 

quality crop can never be expected without a 

good quality ferttilisers and seeds. The price 

of these inputs is also an important factor. 

The sampled farmers stated that although 

they got fertilizers on subsidized rates but 

many of the times they got low quality 

fertilizers. Because of low quality fertilizers, 

either they had to use more fertilizers than 

the quantity required for one acre or they 

had to face the problem of low yield. Also 

sometimes, when they apply more fertilizers 

than required, it resulted in crop failures. 

The other hurdle was the insufficient 

quantity of fertlisers. In case of seeds, when 

they purchased certified seeds they had also 

been cheated by mixing low quality seeds in 

those. Also the prices of seeds are very high 

and they never receive any subsidy on these 

seeds. It can be concluded that the low 

quality of these inputs, high rates and 

insufficient quantity led to the high cost of 

cultivation and low returns from farming. 

Sadashiv (2015) observed that the high cost 

of seeds, fertlisers, pesticides and fuel costs 

have increased the cost of cultivation. The 

agricultural sector requires a huge 

manpower for the ploughing, digging, 

cutting, soil maintenance, transportation, 
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selling of produce etc. In order to perform 

all these activities farmers also requires 

large amount of funds. In addition the good 

quality hybrid seeds are necessity for a good 

quality crop, which is very expensive. This 

is not affordable by small and marginal 

farmers and it led to indebtedness of 

farmers. 

Irrigation Problems  

Another problem faced by farmers in Punjab 

is depleting water tables. The table 1 shows 

that 89.8 per cent farmers had their own 

tubewells in their farms. The excessive 

exploitation of groundwater necessitated 

heavy investments for deepening the 

tubewells every fifth year and for 

installation of submersible tubewells. The 

farmers spend a large amount of money to 

replace centrifugal pumps with submersible 

pumps in state due to depletion of 

underground water (Singh, 2010). The 

problem has been aggravated with the lack 

of power supply. The sampled farmers 

reported, although they had been provided 

electricity for free but the power supply is 

very low. They had power supply for only 8 

hours in a day which made it difficult to 

irrigate the whole farm at one time. The 

farmers also complained about the supply of 

canal water by irrigation department. They 

stated that they never got canal water in the 

need of time or provided only for short time.  

Marketing Factors 

To get the remunerative prices for the 

produce, efficient marketing of the crops are 

essential. Lack of proper marketing practices 

leads to the slow growth of area under 

different crops. Keeping in view the 

different constraints faced by the farmers in 

marketing their produce, the opinion of the 

sampled farmers regarding market problems 

was also sought.  The marketing problems 

are discussed with respect to low MSP, 

exploitation in marketing in the name of 

grading, weighing of crops, marketing fees 

etc.  

Low MSPs 

The minimum support price is viewed as the 

security against the discriminatory prices in 

the market. The respondents forward their 

opinion about the market prices and they 

grumbled about the low MSPs determined 

by government. Also the farmers were 

complained about the no fixed prices for 

other crops. Farmers also admitted that there 

is tendency of artificial lowering of the 

prices by the traders. Pujara (2016) 

underlined the fact that government 

interventions like mimimum support prices 

and procurement policies had had adverse 

effects on the Punjabi farmers. As these 

policies restricted the free movements of the 

agricultural product, hence the farmers 

forced to sell their products and lower 

prices. The study further added that although 

India had achieved food surplus status but it 

was an unfortunate that the benefits were not 
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reached to the farmers of Punjab state. MSPs 

were also said to favour the crop 

specialization with wheat and rice only at 

the cost of pulses and oil seeds (Chand, 

2003 and Mittal and Hariharan, 2016). 

Middlemen 

It is well known fact that there is a big chain 

of middlemen or commission agents existed 

in the agricultural markets. The farmers are 

exploited by selling their produce through 

these commission agents as they charge 

higher commissions and make unjustified 

deductions. Pujara (2016) also mentioned 

that farmers of Punjab state have to sell their 

produce in wholesale markets in village 

markets or nearby towns only, not in open 

markets. But these markets are dominated 

by the adhtiyas (commission agents) and 

mashokars (middlemen) who are responsible 

to pay fees to the government. Even most of 

these adhtiyas are those whom the farmers 

are indebted. The sampled farmers revealed 

that adhtiyas charge them market fees after 

adding their own commissions, which 

increased the fees. The farmers further 

added that the reason behind not selling 

produce direct in grain markets is the high 

quality of crops expected by the companies. 

Thus, these commission agents are 

expoiliting farmers to a large extent. 

Exploitation 

The sampled farmers also revealed the 

exploitation in markets in the name of 

grading and weighing and market fees of 

their crops. Grading is the basic marketing 

activity which is required to be done by the 

farmers to fetch the remunerative prices of 

their crops. But the sampled farmers 

reported the manual grading of their crops 

which is costly and time consuming than the 

mechanical grading. Also they had been 

cheated during weighing process which is 

another important aspect of getting prices 

equal to the quantity of produce. All the 

farmers under study affirmed that they had 

to give higher marketing fees.  The 

unawareness about the market information 

was another hurdle for the farmers. As some 

farmers criticized agricultural officers for 

never let farmers know about the subsidized 

pesticides provided by the government in 

their area. Even these officers always have 

association with other companies and big 

land lords who took advantage of these 

subsidized pesticides. The benefits never 

reached to the small and marginal farmers. 

Therefore, small and marginal farmers find 

themselves in an advanced stage of crisis. 

Government of India (2017) also argued that 

present day grading in APMCs was 

restricted to sieving and fanning and most of 

these processes are manual and unscientific. 

Financial Factors 

Availability of finance is an important factor 

in cultivation as farming is a labour as well 

as capital intensive enterprise. The farmers 

are always in need of huge amount of funds 

for the purchase of modern farm inputs and 
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machinery etc. Among the financial 

problems indebtedness of farmers, 

exorbitant rate of interest charged by non 

institutional resources, loans for 

unproductive purposes are highlighted by 

the study. 

Indebtedness  

The major reason behind the agrarian crisis 

is the heavy indebtedness. It is not an 

overnight phenomenon which happens 

suddenly. It has its roots in credit policies 

which have been followed over a number of 

years. Indebtedness is a result of gap 

between cost of production and the support 

prices which do not cover the cost of 

produce. Heavy indebtedness is spreading 

across the land holdings pattern. The small 

and marginal farmers are most affected by 

the indebtedness due to lack of own funds, 

but large farmers are also under strain (Kaur 

et al, 2016). The perusal of table 2 indicates 

that 62.9 per cent of sampled farmers were 

indebted, out of which 58.2 per cent of 

farmers took loans from institutional 

sources. Regarding the amount of loans 53.6 

of farmers took loans upto 20 lakh. Other 

6.7 per cent and 1.8 per cent farmers 

borrowed between the ranges of 21 to 40 

lakh and 41 to 60 lakh respectively. And 

only 0.9 per cent farmers had taken loans 

above 60 lakh. The table further explains 

that the average loan of farmers was 8.15 

lakh and the standard deviation was 15.98. 

Singh et al (2017) also explained that 85.9 

per cent of the farming households were 

under debt. And the average amount of debt 

per indebted household was Rs. 552064.16 

in rural Punjab.  

“The purpose for which a loan is raised is an 

important indication of its potential to be 

repaid” (Singh et al, 2017). The information 

in table 2 gives a clear picture of different 

purposes for taking loans. The highest 

number was 45.1 per cent, and these farmers 

borrowed for their farming expenses 

followed by 7.1 per cent farmers who took 

loans to purchase agricultural implements. 

While, 5.8 per cent and 1.6 per cent of 

farmers were indebted because of 

unproductive purposes such as personal 

consumption and marriage of a family 

member respectively. The rest 0.2, 0.4 and 

0.4 per cent farmers borrowed for purchase 

of land, higher education of a child and 

someone sick in family respectively. As it is 

well known fact that the youth of Punjab 

desires to go abroad rather than to be settled 

down in rural areas, thus 2.3 per cent of 

farmers took loans to set their sons in 

abroad. The sampled farmers even reported 

that they made cash credit limits in co-

operative societies in the name of farming 

purpose but they sometimes spend these on 

unproductive activities. This had made them 

more indebted. 

Non- Institutional Loans 

In absence of the other sources of incomes 

farmers have to rely on credit to fufill their 
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investment needs for farm infrastructure and 

inputs and also for daily expenses. Co-

operative socities provide the farmers short 

term formal loans for seasonal agricultural 

expenditures. But for the expenses like 

motor burn-outs, installation of submersible 

pumps, farmers have to depend upon the 

informal sources of credit such as adhtiyas 

because of easy access to credit (Kaur and 

Vatta, 2015). The table 2 highlights that 4.7 

per cent of sampled farmers took loans from 

non-institutional sources. The sampled 

farmers revealed that it was very easy to 

take loans from adhtiyas at any time. But the 

problem they faced was very high rate of 

interest than the banks. 

High Rate of Interest  

The table 2 illustrates that there were only 

31.3 per cent of farmers who were charged 

rate of interest below 10 per cent. Other 28.7 

per cent were charged between 10 to 20 per 

cent which is very high. And the highest was 

above 20 per cent which was charged by 

informal sources i.e. adhtiyas and big 

farmers and paid by 2.9 per cent of farmers. 

Gill (2005) discussed that the high rate of 

interests charged by informal sources (even 

upto 36 per cent per annum) enhanced the 

misery of farmers. The farmers were not 

being able to repay these loans, end up their 

misery by taking their lives. A study 

conducted by Punjab Agricultural University 

in districts Ludhiana, Bathinda, Sangrur and 

Mansa revealed that the 73 per cent farmers 

committed suicides because of indebtedness 

(Singh et al, 2007). 

Economic Reforms and Government 

Schemes 

“The diversification of Punjab state’s 

agrarian economy has been stunted. This has 

resulted in continued intensive agricultural 

practices with its accompanying 

environmental degradation. There is an 

urgent need for the promotion of domestic 

and foreign private investment in a more 

efficient agricultural processing and 

marketing system and liberalization of 

import and export policies” (Pujara, 2016). 

But the sampled farmers revealed that they 

had been not provided any help from 

government for the development of 

agriculture sector in their areas.  

Unawareness  

The government has announced several 

schemes after 1990s in agricultural sector 

i.e. Rashtriya Krishi Vikas Yojana, Contract 

Farming Scheme, National Food Security 

Mission (NFSM), National Agriculture 

Insurance Scheme (NAIS), Agriculture 

Technology Management Agency (ATMA), 

Gramin Beej Yojana, Krishi Vigyan Kendra 

etc. But the irony was most of the subsidies 

and welfare schemes by state and central 

government did not reach to the small and 

poor farmers. Only 1.3 per cent of sampled 

farmers had heard about one or two of 

agricultural schemes, whereas other 98.7 per 

cent were not even aware about any scheme 
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announced by government also none of the 

sampled village area and respondents was 

benefitted from any of agricultural scheme. 

Kaur et al (2016) reported that the schemes 

such as agricultural debt waiver and debt 

relief scheme was implemented by 

government in 2008 to benefit over 36 

million farmers. The direct agricultural loan 

to farmers under Kisan credit card was also 

covered under this scheme, but these were 

not reach the small and poor farmers. 

No Help From Government 

The introduction of liberalisation and 

globalisation in India further increased the 

pressure on Punjab farmers. New economic 

policy of 1991, advocated the withdrawal of 

state from economic sphere and leaves it to 

the logic of free market forces. Although it 

was a good thing for the industries to freely 

import latest technology from foreign 

countries, but it had been proved disastrous 

for the agricultural sector to vagaries of free 

market. To compete in the global world, 

small farmers have to depend upon loans 

and these indebted farmers found it difficult 

to bargain with the traders. Also the 

procurement agencies became lustreless and 

began to languor in procuring produce from 

farmers. It was most visible in paddy 

procurement season of 2000. When there 

was a bumper crop of paddy in market but 

the farmers were surprised when the 

procurement agencies were not willing to 

buy their produce at MSPs fixed by central 

government. The reason claimed by the 

officials was that the paddy crop was of 

inferior quality without any scientific basis. 

Therefore, farmers were forced to sell their 

produce at lower prices (Jodhka, 2005).  

When respondents were asked about any 

investment or help done by government in 

their area since 1991, the response was nil. 

The potato grower respondents also reported 

that earlier the potato grown in Punjab was 

exported to other states and countries and 

used as seeds but from last few years they 

had been restricted to export their produce 

and there was potato crisis in Punjab. Pujara 

(2016) also argued that restrictions had been 

placed on farmers of Punjab for the 

movement of agricultural produce from 

Punjab state to other states and to other 

countries. Indian Government lifted the 

restrictions on the export of wheat from all 

states except from Punjab and Haryana in 

January 2004. 

Contract Farming 

Contract farming was being considered as a 

way of increasing farmer’s incomes by 

encouraging them to grow cash and 

commercial crops. In case of wheat and 

paddy, central government as the sponsoring 

party had declared the support prices and an 

unwritten agreement to buy their produce. 

But the problem faced by Punjab farmers 

was that government was stepping back 

from this unwritten contract under WTO. 

Even other experiments in contract farming 
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in Punjab state had been also failed because 

of the un-fulfillment of the part of 

agreements by contracting companies 

(Dhillon and Singh, 2006). The present 

study found no respondent who had contract 

with MNCs. 

Multiple Regression Analysis 

As it is discussed agrarian crisis is a 

situation in which agriculture becomes 

highly unprofitable and farmers find it 

difficult to survive in agrarian sector. Thus 

the profitability of each farmer has been 

taken as dependent variable as the indicator 

of agrarian crisis. The profitability of each 

sampled farmer was calculated by 

subtracting total cost i.e. cost incurred on 

various inputs like seeds, pesticides, 

insecticides, fertilizers, hired labour and 

machinery and cost of lease in land from 

total income from agriculture. Thus, the 

multiple regression model of the following 

form has been used. 

The following table 3 represents that the 

model gives a good fit to sample data in 

terms of R2 with value 0.703 i.e. 70.3 per 

cent. This clears that about 70.3 per cent of 

variation in the dependent variable 

(profitability) has been explained by the 

independent variables. The value of adjusted 

R2 is 0.697 i.e. 69.7 per cent. Thus it can be 

concluded that the rest 29.7 per cent of the 

variations are due to the other factors which 

are not included in the model. But this value 

of R2 is enough to justify the good fit of the 

regression model. 

The next table 4 reveals the Analysis of the 

variance (ANOVA) test of the model. This 

tests whether the model is significantly fit or 

not. F statistic explains about the 

significance of the R2. The ANOVA test of 

this model represents that the F value of 

Model is 115.715 and this model is 

significant. 

The next outcome of the present model is 

concerned with the regression coefficients of 

the model in the table 5. The results found 

depicts that three out of nine independent 

variables farm size, input cost and 

indebtedness have come out statistically 

significant. 

The regression model uses the 

unstandardized coefficients can be inference 

from the table and the model is: 

Y=.043 + 0.587X1 + 0.344X2 – 0.055 X3 – 

0.04 X4 + 0.018 X5 + 0.113 X6 + 

0.084 X7 – .112 X8 – 0.009 X9  

The first variable (X1) representing the size 

of own operational holding of each sampled 

farmer has been found positive and 

statistically significant as (P < 0.05). The 

result indicates that with an increase in land 

under cultivation would increase 

profitability of farmer by 0.587. The next 

variable (X2) represents the cost incurred on 

different inputs like seeds, fertilizers, 

insecticides and pesticides etc. And the 

regression coefficient of the variable is 
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positive and statistically significant (P < 

0.05). It is concluded from the result that 

with an increase in input cost with respect to 

more land under cultivation, profitability 

would increase by 0.344 units. The 

regression coefficient of dummy variable 

(X3)is (- 0.055) which means an increase in 

hired labour will reduce the profitability of 

farmers by the value of 0.055. 

The variable (X4) deals with the 

indebtedness came out to be negative and 

insignificant with value (-0.04) which shows 

that with an increase in the outstanding 

loans of the farmer the profitability would 

be decreased by 0.04. The next variable (X5) 

in the model is mechanization which is a 

dummy variable representing the possession 

of agriculture implements by a farmer. The 

regression coefficient of this variable shows 

that an increase in mechanization will 

improve the profits of the farmers by 0.018 

as it positively related with dependent 

variable. But as it comes out to be non-

significant thus it has very little to do with 

the profitability of the farmers. However the 

regression coefficient of variable (X6) which 

represents the lease in cost of land hired by 

farmer comes out to be positive and 

significant. It implies that profitability 

would increase by 0.113 units by increasing 

lease in land cost. 

Furthermore dummy variable (X7) 

representing awareness of the farmers about 

the schemes or different steps taken by 

government after 1991 also showed positive 

impact on profitiability. Thus, more the 

farmers would be aware about the schemes 

for agricultural sector, more profits they 

could earn from agricultural sector. The 

value of regression coefficient is 0.084 

which is not significant, which implies that 

there is no significant impact of this 

awareness on profitability of the farmers. 

The next dummy variable (X8) is negatively 

signed and not significant which is crop 

failure. It indicates that it has very little 

impact on profitability of farmers and with 

increase in crop failures would decrease 

profitability by 0.112. The last variable (X9) 

is also a dummy variable represents the 

exploitation of farmers in market process. 

The regression coefficient of this variable is 

(-0.009) which is negative and non 

significant in the model. Thus negatively 

affect the dependent variable.  

Conclusion   

In short, the analysis of various factors 

affecting the profitability of the farmers and 

also the emerging agrarian crisis in Punjab 

are based on the several problems i.e. 

increasing input cost, small holdings, 

indebtedness, low MSPs, marketing etc. 

faced by the farmers in Punjab after 1990s. 

The results showed that input cost, lease in 

cost and farm size are most significant and 

positive impact on profitability of farmers. 

The variables indebtedness, crop failures, 

dependence on hired labour and exploitation 
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in marketing process are negatively related 

with profitability and non significant. 

Whereas, the variable representing 

awareness about the government schemes 

has positive and insignificant effect on 

profitability. 

Policy Implications 

1.There is a need for periodic revision of 

the procurement prices for farm produce 

to help farmers to meet the increasing 

costs for farm inputs and ensure at least 

remunerative income. 

2.The government should increase 

investment and expenditure in the 

agriculture sector because low 

government expenditure is one of the 

reasons of stagnation in agriculture 

growth.  

3.The dependence on non- institutional 

credit of farmers should be lowered down 

by providing easy credit facilities since 

the input cost of agriculture has gone up.  
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Table 1: Distribution of sampled farmers according to different Production Problems 

Sr. No. Items Category  Percentage 

1. Own Holdings (operational) 

(In acres) 

Upto 10  87.1 

11-20  8.0 

21-30  3.8 
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Above 30  0.4 

Mean 5.57  

S.D 5.94  

2. Land lease in Yes  48.4 

No  51.6 

3. Land lease out Yes    

No    

4. Lease in cost 

(In Rs) 

Below 30000  12.8 

30000-45000  17.6 

Above 45000  18.0 

Mean 39596.3  

S.D 10445.9  

5. Mechanisation Yes  69.6 

No  30.4 

6. Irrigation  Tubewell   89.8 

Others   10.2 

7. Crop failures Yes  5.1 

No  94.9 

8. Causes of crop failures Natural calamities  0.7 

Lack of knowledge  0.4 

Diseases  2.7 

Others  1.3 

9. Dependence on hired labour Yes  78.0 

No  22.0 
Source: Primary Survey, 2017-18 and author’s own calculations 

 

Table 2: Distribution of sampled farmers according to different Financial Problems 

Sr. 

No. 

Items Categories  Percentage 

1. Have you taken any 

loans? 

Yes  62.9 

No  37.1 

2. Purpose Farming purpose  45.1 

Purchase of land  0.2 

Purchase of agricultural 

implements 

 7.1 

Personal consumption  5.8 

Marriage of a family member  1.6 

Higher education of a child  0.4 

Settle son in abroad  2.3 

Someone sick in family  0.4 

3. Source Institutional   58.2 

Non-institutional  4.7 

4. Amount  

(In lakh) 

Upto 20  53.6 

21-40  6.7 

41-60  1.8 

Above 60  0.9 
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Mean  8.15  

S.D 15.98  

5. Rate of interest 

(In percent) 

Below 10  31.3 

10-20  28.7 

Above 20  2.9 

Mean  8.64  

S.D 4.88  
Source: Primary Survey, 2017-18 and author’s own calculations 

 

 

Table 3: Summery of Model. 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 0.838 0.703 0.697 0.55053058 
Source: Author’s calculation 

Table 4: ANOVA Test of Model 

Model Sum of Squares df Mean Square F Sig. 

Regression 315.643 9 35.071 115.715 0.000 

Residual 133.357 440 0.303   

Total 449.000 449    

Source: Author’s calculation 

 

Table 5: Results of Regression analysis of effect of different factors on Profitability 

Variable symbol Variable name Regression 

coefficient 

Std. error t-value Sign 

 Constant .043 .079 .541 .589 

X1 Farm Size .587 .035 17.003 .000 

X2 Input cost .344 .060 5.727 .000 

X3  Hired labour -.055 .087 -.624 .533 

X4 Indebtedness -.040 .034 -1.175 .241 

X5 Mechanisation .018 .076 .235 .815 

X6 Lease in cost .113 .049 2.314 .021 

X7 Awareness .084 .231 .361 .718 

X8 Crop failures -.112 .119 -.943 .346 

X9 Exploitation -.009 .096 -.096 .924 

Source: Author’s calculation 
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